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KEY ECONOMIC INDICATORS - TRINIDAD AND TOBAGO 





Values in million US$ Current Exchange Rate 
unless otherwise stated US$1.00 = TT$1.84 1/ 
Percentage 
ITEM 1969 1970 1971 Change 


1970-1971 
INCOME, PRODUCTION, EMPLOYMENT 





GDP 2/ at Current Prices 3/ 825.0 858.5 925 4/ + & 

Per Capita GDP 2/, Current Prices 3/ 802.8 830.8 885 L/ + 6.4% 
Average Industrial Wage (May) 114.1 117.9 131.8 + 11.8% 
Employment (Mid-Year) (Thousands) 318.3 316.8 3/ 307.9 - 2,8 
Unemployment Rate (Mid-Year) 13.6% 12, 5%3/ 2. + 2.h% 


MONEY AND PRICES 


Mortey Supply (December) 63.9 7609 106.7 + 38.7% 
Public Debt Outstanding 185.2 196.3 234.9 3/ + 19.7% 
External Debt 83.9 W9el 86.6 + 9.5% 
Interest Rate (4th Qtr.)(Commercial Banks) 8.17% 8.62% 8.43% 3/ - 2.2% 
Interest Rate (Dec. )(Central Bank) 6% 6% 5% - 16.6% 
Retail Price Index (Annual Avg. )(1960=100) 130.8 13401 + 3.5% 
BALANCE OF PAYMENTS AND TRADE (Million TT$) 
Foreign Exchange Reserves (Net) 121.4 106.6 155.9 + 46.2% 
Balance of Payments - 726 - 14.8 49.3 - 
Balance of Trade -16.2 -123.9 274.0 ~ 
Balance of Trade excluding u.p.a. 5/ 31.4 <= 7001 =22h 04 - 
Exports, FOB 949.2 9631 1,040.2 + 8,02 
U.S. Share 450.0 446.2 421.7 = 505% 
Exports, FOB, excluding u.p.a. 5/ 502.3 487.0 466.6 - he2h 
Imports, CIF 965.4 1,087.0 1,314.2 + 20.9% 
U.S. Share 141.2 176.1 2279 + 29h% 
Imports, CIF, excluding u.p.a. 5/ 470.9 55701 691.0 + 2h.0% 


Main Exports to U.S. in 1971 (Million TT$): Petroleum Products 325.0; Chemicals 28.1; 
Sugar 9.5; Coffee 4.0; Cocoa 2.4 


Main Imports from U.S. in 1971 (Million TT$): Industrial Machinery 52.9; Iron and 
Steel 36.1; Chemicals 14.6; Textiles 10.6; Electrical Machinery 10,5; Cereals 16.2; 
Power Generating Machinery 7.3; Paper Products 6.3; Animal Feeds 5.9 


Sources: Central Statistical Office; Central Bank of Trinidad and Tobago. 


1/ Conversions for 1969 and 1970 at US$1.00=TT$2.00 rate in effect to Aug.15, 1971; 
conversions for 1971 at current rate, formally established January 3, 1972. 

2/ GNP figures unavailable. 

3/ Provisional. 

4/ Extrapolated from Ministerial statements. 

5/ Excluding petroleum under processing agreement. 





TRINIDAD anv TOBAGO 


@® National capital 

Arima Municipality 

© _ Internal administrative center 

—— County boundary 
Tobago is a ward administered from the 
Office of the Prime Minister. 


: } : 10 15 Statute Miles 
10 15 Kilometers 


CARIBBEAN 





GEORGE : 
AT GBANTIC 


@/unapuna Onsima ANDREW MAITURA 


-OCEAN 


~~ 


® 
Sangre Grande 
(also admunistrotive center 
@Chaguanas for St David county! 


CARONI 


PARIA 


© Princes Town 


VICTORIA 


ST. PATRICK @®Paria 








SUMMARY 


Trinidad and Tobago's real growth continued low in 1971 despite massive 
investment in the petroleum sector, mainly because of a very large foreign 
trade deficit. In January 1972 new offshore cruce oil production began 

which should redress the trade balance in the near future. A proposal to 
develop offshore natural gas for shipment to the United States in liquefied 
form, was presented to the government early in 1972. If this longer term 
project goes ahead, the combined oil and gas boost to the economy will be 
tremendous. Other offshore acreage may also contain commercial hydrocarbon 
deposits. However aside from this bright spot, the important agriculture 
sector faces serious difficulties, unemployment will continue to be a major 
economic and social problem, and a modest inflationary trend has begun. 

High liquidity in the banking system, resulting from an increase in deposits 
and in the money supply generally, provides a potential base for expansion in 
the manufacturing sector if domestic investors regain sufficient confidence 
to take advantage of the opportunity. Public debt is increasing but not 
alarmingly, and the foreign debt is relatively low partly because Trinidad 
and Tobago has not had to rely on as high a level of foreign assistance loans 
as many other countries. While trade is in temporary severe imbalance, inter- 
national payments are not in real difficulty. The general outlook, based on 
petroleum expansion which hopefully will stimulate expansion in other sectors, 
is definitely favorable. 


The outlook for United States interests is also promising. Trinidad and Tobago 
is evolving a more nationalistic petroleum policy, in keeping with international 
developments in this area. But the terms are still attractive enough to many 
international petroleum and petrochemical companies, mostly American, for them 
to make multi-million dollar investments in the country. Outside petroleum the 
government also welcomes foreign investment, within a framework of increasing 
local private or public participation, and offers various incentives to this 
end. Labor intensive industry is especially welcome, Localization of com- 
mercial banks, until recently all foreign owned, began in earnest early in 1972. 
Perhaps the most visible problem for foreign investors is the government's use 
of work permits to press for more rapid replacement of foreign staff by nationals 
than many companies consider desirable. On the trade side, American exporters 
face some barriers including protection of domestic production through a grow- 
ing Negative List. Nevertheless American products are in wide demand. Specific 
export opportunities are identifiable in petroleum, tourism and shrimping, and 
the expected growth acceleration will provide many more in both consumer and 
capital goods. Potential sales of American LNG equipment and tankers costing 
$400 million deserves special mention, particularly for the offsetting effect 
they would have on the cost of importing the gas into the United States. 


I. CURRENT ECONOMIC SITUATION AND TRENDS 


Petroleum Sector Leads The Way: Trinidad and Tobago enjoys one of the highest 
standards of living in the Latin American and Caribbean area, thanks largely 
to its substantial petroleum and petrochemical industry. This sector, larger 
than any other, is growing. Standard Oil of Indiana (Amoco) began producing 
crude oil 25 miles off the southeast comer of Trinidad in January 1972. 

This production may reach 100,000 barrels per day in 1973, nearly doubling 

the declining production of older fields. Trinidad-Tesoro Petroleum Co. is 
also scheduled to begin production soon off the southeast coast, though on 

a much smaller scale than Amoco. 


Several offshore blocks north of Trinidad are under license to a variety of 
companies, mostly American, and seven more blocks, one in the Gulf of Paria 
and the others off the east coast, will be put out to bid this summer, Late 
in 1971 Texaco, Shell and Trinidad-Tesoro agreed with the government on a 
large block near Amoco's offshore oil and gas finds. 


The backbone of the industry in Trinidad, refining and petrochemicals, is 
also progressing. Texaco expects to have an $80 million desulphurization 

. plant in operation at its 350,000 barrels per day refinery in time for fuel 
oil sales to the U.S. next winter. Hydrogen for the plant will be supplied 
by Federation Chemicals (W. R. Grace & Co.) from its large natural gas-based 
ammonia plant. Shell is increasing its refinery capacity from 80,000 to 
100,000 barrels per day. 


The most exciting prospect is the joint proposal by Amoco and the Natural Gas 
Pipeline Co. of America (Peoples Gas Co.) to ship liquefied natural gas from 
fields up to 50 miles off Trinidad's southeast corner to the U.S. for con- 
sumption in the Chicago area. The proposal envisions investments in facili- 
ties in Trinidad, including a liquefaction plant, and in tankers, of at least 
$400 million. Four hundred million cubic feet a day would be delivered for a 
20-year period. The government has not yet responded to the proposal, just 
put forward in February, and if agreement is reached the proposed imports 
into the U.S. will have to be approved by the Federal Power Commission. This 
long-term project is of great potential for a country the size of Trinidad 
and Tobago. 


Other Sectors Lagging: Other sectors of the economy are not so buoyant. 
Agriculture, which employs almost a quarter of the work force, has not per- 
formed too well. In 1971, of the four principal export crops of sugar, cocoa, 
citrus fruits and coffee, only coffee production increased. Sugar, the 
country's basic crop, will benefit from higher Commonwealth Sugar Agreement 
prices beginning in 1972, but faces an uncertain future with the Agreement 
due to expire at the end of 1974 (along with the U.S. Sugar Act) when Britain 
joins the Common Market. Food production for domestic consumption, on the 
other hand, is on the increase, 








Tourism will suffer from the postponement of Trinidad's famous Carnival in 
1972. This will slow recovery from the negative impact of the Black Power 
disturbances two years ago, Nevertheless new hotel projects are underway 
in Trinidad and in Tobago. 


The manufacturing sector has benefited from the Caribbean Free Trade 
Association and grown to respectable size, but despite increased bank 
liquidity there is a shortage of new projects. This is due in part to some 
lack of communication between the private sector and the government as well 
as to a disinclination toward risk-taking activities by a portion of the 
private sector. 


Growth Slowed, Should Improve: It is very difficult to assess recent 
economic growth because the National Accounts are being revised with only 
preliminary estimates available since 1968, Furthermore, there are no 
accurate recent census results published so that population and employment 
figures and trends are based on projections from the 1960 census and 
subsequent surveys. 


With these caveats, the Finance Minister has stated that real growth of the 
Gross Domestic Product in 1971 was close to 3%. This would represent a con- 
tinuation of 1970's slowdown from the late 1960's, Even so, using a popula- 
tion projection of 1,045,000, per capita GDP would appear to have approached 
the equivalent of $900 in 1971. 


Growth should improve beginning in 1972, primarily because of growth in the 
petroleum sector. The outlook for the 1970's, given political stability, 
is quite favorable with the prospect that petroleum production increases 
will spur expansion in other sectors. A per capita GDP of $1,000 could be 
reached as early as 1973. 


Unemployment Will Remain High: Of course per capita figures mask actual 
income distribution. It does not appear to be as severely skewed in Trinidad 
and Tobago as in many countries, but unemployment, which the Finance Minister 
has described as the principal problem facing the country, and underemployment 
unmistakably reflect inequitable distribution. The unemployed portion of the 
labor force persists above 12% with little prospect for early improvement. 
Moreover unemployment is concentrated among youth - 25% of the labor force 
under 25 is unemployed - in urban areas - the rate in Port of Spain is 17% - 
where it can cause social instability. Underemployment is characteristic of 
the large seasonal sugar cane-cutting work force, blocking mechanization of 
the sugar estates which would reduce jobs available, 


Many of those unemployed lack job skills, because of early school leaving 

or high school training without vocational content. Present efforts to pre- 
pare these youths for employment cannot keep up with new entries into the 
market lacking required skills. Plans for wider and more relevant schooling, 
and for significant job creation, are relatively long-term solutions. 


Cost of Living Going Up: The Retail Price Index increased by 33% on an 
annual average basis from 1970 to 1971. This was just slightly above the 
average annual increase since the base year of 1960. However, from December 
1970 to December 1971 the increase was 5%, and for the first two months of 
1972 the increase was at an annual rate of 15%. Inflation is unlikely to 
increase at this rate - extremely high for Trinidad and Tobago - but it 
appears certain to accelerate from previous years. This was a principal 
consideration in the government's decision not to devalue in the aftermath 
of the Smithsonian Agreement, resulting in an effective revaluation by 8.6% 
relative to the U.S. dollar, 


Une important factor is the recent trend of inflationery wage settlements. 
Government and petroleum workers, among others, have negotiated three-year 
contracts with increases of 20% to 30%, with the biggest increase during 

the first year. As other contracts expire, unions look upon these settle- 
ments as setting a floor for their own demands. New tax measures instituted 
early in 1972, principally wide ranging increases in import, purchase and 
excise taxes covering many mundane items such as beer and toiletries, will 
also raise costs. 


Money Su ana Licuidity Up: The money supply has risen fairly rapidly, 
as has quasi-money, due partly to bank deposits by workers receiving sub- 
stantial wage increases, sometines with lump sum retroactive payments. 
Revenues from new oil production should contribute to continued expansion 
of the money supply. 


With more money available commercial bank liquidity has increased for lack 
of local investment to utilize the larger supply. The excess of deposits 

in the system over domestic credit to the orivate sector nearly doubled 
from TT$107.7 million in 1970 to TT$199.5 million in 1971. Further poten- 
tial liquidity was absorbed by the government which increased its borrow- 
ings from domestic commercial banks from TT$57.& million in 1970 to TT$113.1 
million in 1971. The 1972 budget provides for raising another TT$39 million 
on the local market. 


Foreign Debt Unalarming: In addition to the $10 million loan the government 
obtained in the Eurodollar market in 1971, the 1972 budget includes another 
$10 million to be raised in the external market. The government further 
expects to draw down from, and obtain new loans from, the Inter-American 
Development Bank, the World Bank, the Export-Import Bank of the United 
States, and Canada. Along with the United Nations Development Program, 
these are Trinidad and Tobago's principal sources of foreign assistance, 


Debt servicing projections are not available, but the total external debt 

of $86.6 million, all of which is long term, represents only about 9% of 
GDP. This is partly because Trinidad and Tobago, as one of the more pros- 
perous less developed countries, has been unable to obtain as much foreign 
assistance as it would like. Prospects for an increased rate of develop- 
ment loans, as distinct from technical assistance, are dimmed by expectations 
of significantly increased oil revenues and by persistent difficulty in 
formulating assistance proposals. 








Foreign Reserves Improving: Foreign reserves, and therefore the balance 

of payments as the change in net foreign reserves, recovered in 1971, 

though not so strongly as appears at first glance. An SDR allocation of 
$6.7 million in January and the $10 million Eurodoiiar loan in August 1971, 
plus foreign exchange inflows for the local costs of petroleum investments, 
are all of lasting effect. But a decline of TT$10 million in January 1972 
helped compensate for special circumstances to reach a more realistic level. 


As in so many of the trends for Trinidad and Tobago, petroleum offers hope 
for improvement. In addition to the trade effect, the oil industry is 
expected to benefit capital flows both from continued investment inflows 
and from increased revenues to the government that would otherwise be 
repatriated. 


Trade Deterioration to Reverse: It is common to include the crude oil 
imported for processing in the country's two large refineries anc then 
reexported, in trade statistics for Trinidad and Tobago. Not only does 
this inflate the total volume of trade but also the figures used usually 
show a deficit as though there were no value added in the refining process. 
For instance, in 1971 apparently TT$50 million more worth of petroleum was 
imported (CIF) under the processing agreement than was exported (FOB). 





But excluding this trade, Trinidad and Tobago still experienced a huge 
deficit of TT$225 million. Part of this can be explained by the inclusion 
in 1971 imports of equipment brought in for Texaco's desulphurization plant 
and Amoco's new production facilities. Of a more serious nature was an 
increase of TT$10 million in food imports. Detailed figures are not yet 
available but non-oil related manufactured imports also appear to have 
increased substantially. With more money available, imports in the latter 
two categories can be expected to stay high. 


On the export side, fertilizer exports were off. With diversion of a large 
ammonia unit, now producing mainly for export, to hydrogen production for 
consumption at Texaco's refinery, they will decline even further. By far 
the biggest drop in exports, down TT$35 million to TT$232 million in 1971, 
came in domestically produced petroleum. Local production in old fields may 
have stabilized, halting the decline. Amoco's new production should increase 
exports by TT$60 million or more in 1972 and by up to TT$200 million in 

short order, 


The outlook is for substantial improvement in the balance of trade in 1972 
with a good chance of moving into surplus within a year or two. Beyond that 
if the petroleum sector continues to expand as expected, surpluses could 
become a habit. 





II. IMPLICATIONS FOR THE UNITED STATES 


Petroleum and the Government's Share: Because of the large investment 
involved and of international marketing aspects, the petroleum and petro- 
chemical industry has to be considered apart from other sectors in Trinidad 
and Tobago. On the key question of government participation, either in 
sharing oil revenues or in equity holdings, the trend is toward more govern- 
ment involvement, 


Royalties on older production licenses are 10%, on newer licenses 123%, and 
on the consortium agreement of last November and future licenses will be 15%. 
Though not yet a member of OPEC, Trinidad and Tobago is following closely 
OPEC members', especially Venezuela's, recent gains from oil companies. 


Negotiations have already begun with Texaco and Shell, the two biggest 
operators, on prices, fees anc other aspects of the tax take the government 
expects not only for future years but also for 1970 and 1971. The stated 
aim is to ensure that this take "is commensurate with international experi- 
ence in the oil industry, due regard being had to the special characteristics 
of our own industry." 


At present the government shares 50% ownership with the Tesoro Petroleum Co, 
in Trinidad-Tesoro, a producing company. It plans to buy out British Petro- 
leum's service stations, which are all that BP has left in Trinidad and Tobago. 


The licenses off the north coast granted in 1970 give the government an 
option for interests up to 25% if commercial production results. The 1971 
agreement with Texaco, Shell and Trinidad-Tesoro provides an option for 20% 
government participation if commercial production results, with the important 
features that the government will not have to pay any share of exploration 
costs and the three companies agree to finance the government's share of 
development costs. If the option is not exercised there will be a 10% over- 
riding royalty. 


A seismic survey is underway on seven more offshore blocks, six of them off 
the east coast up to depths of 2,000 feet, which will be open to bid this 
summer, The bids are to include proposals for government participation 
similar to the terms agreed to by Texaco/Shell/Trinidad-Tesoro, with the 
percentage of the government's option left up to the bidders, 


The government is likely to participate in Amoco's liquefied natural gas 
project, but no details have been negotiated yet. It also hopes to divert 
some of the natural gas to local industry rather than export. If the reserves 
are sufficient to cover both uses, there will be important investment oppor- 
tunities using the natural gas as an energy source or a petrochemical base, 
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Attitude Toward Other Investment: Trinidad and Tobago has no history of expro=- 
priation of foreign investments. It does have a stated policy of welcoming 
foreign investment but promoting and in some cases requiring local partici- 
pation by the private or public sectors. Joint ventures are encouraged. In 
view of the unemployment problem, job-creating investments are particularly 
desired. 


The existing government shares in joint ventures or wholly-owned commercial 
enterprises - several in number - were acquired by negotiation with the 
former owners or, in some cases, by purchasing the assets of foundering 
companies, The principal acquisition in 1971 was of Trinidad and Tobago 
Packers Ltd., a meat packing concern which had some American stockholders, 
The government bought the assets when the company went into receivership. 


The Prime Minister recently stated that the local flour mill, largely owned 

by American interests, will be acquired by the government. Consideration 

is also reportedly being given to acquiring the British-owned cement plant. 
Neither of these firms is in financial difficulty but both dominate the local 
market. If takeovers in fact occur the outlook for other single local suppliers 
of essential items will not be favorable. 


The government's Industrial Development Corporation administers an investment 
incentive program offering tax and customs concessions. There is an Investment 
Guaranty Agreement and a double taxation convention in force with the United 
States. 


Localization of Commercial Banks: Early in 1972 the local branches of the 
Royal Bank of Canada and Barclays Bank Intemational incorporated locally as 
the Royal Bank of Trinidad and Tobago and. Barclays Bank of Trinidad and Tobago. 
This was in accordance with the government's policy of localizing the banking 
system. Within five years these banks are expected to offer for sale locally 

a majority of their shares. 


Until recently the entire commercial banking system was foreign owned. 
Barclays and the Royal are the country's two largest banks so that localiza- 
tion has now begun to a significant degree. The two other Canadian banks and 
the two American banks (Chase Manhattan Bank, First National City Bank) are 
also subject to the general policy but its specific application to them is 

a matter for future resolution. The announced policy toward insurance 
companies is also one of localization. 


Work Permits A Problem: Pressure is strong for the reduction of foreign 
staff and their replacement by Trinidadians. This applies to all businesses, 
large and small, as well as in areas other than business. 


Most foreign companies agree with the aim of reducing their foreign staff. 

The problem arises because often the government presses for faster replace- 
ment by nationals than companies feel is desirable. This is a problem all 

foreign investors must be prepared to face. 
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Trade Barriers Exist: American exporters to Trinidad and Tobago usually 
must overcome both Commonwealth and CARIFTA preferences, with the latter 
still moving toward intra-CARIFTA duty free trade in most items, Common- 
wealth preferances average 10% ad valorem under tariffs for non-Common- 
wealth imports. Duty free imports may be granted to investors under in- 
centive legislation. 


Trinidad and Tobago also maintains an extensive Negative List of prohibited 
or restricted imports. This list has grown steadily and keeps out many 
products of which there is some local production. 


Local contract tenders are encouraged to provide a "reasonable" domestic 
preference margin to local bidders. Usually foreign firms executing a 
local contract are expected to associate themselves with a local firm. 


Specific Trade Opportunities: Certain expansion areas offer significant 
opportunities to U.S. exporters, Of course petroleum again is the most 
important. Continued expansion of today's facilities plus potential off- 
shore exploration and development mean a large market for petroleum hard- 
ware and services. 


Special mention should be made of equipment that will be required for the 
liquefied natural gas project. The large scale liquefaction facilities 

to be built in Trinidad would cost an estimated $220 million. The special 
tankers to transport the liquefied gas are estimated to cost $180 million. 
It will cost the U.S. more than $1 billion to import the gas; supplying 
the necessary sophisticated equipment from the U.S. would help to offset 
these import costs, 


Several hotel projects are underway and proposed in both Trinidad and 
Tobago. These create demands for hotel equipment and also for special 
food items imported for hotel dining rooms. 


A National Fisheries Company has just been formed to control ten shrimp 
trawlers bought from the U.S. with Export-Import Bank financing. Trinidad 
and Tobago has reached agreement with Brazil on shrimping within Brazil's 
claimed 200-mile territorial waters. This will provide a basis for further 
expansion of the local shrimping industry, requiring imports of more trawlers 
and equipment. 


General Trade Expansion: More money will be available in Trinidad and Tobago 
as a result of petroleum expansion. The economy should be on the verge of 
an accelerated growth period. This will mean greater demand for consumer 
items in general, many of which have to be imported by this small country. 


Investment growth outside the petroleum sector should also result. If 
business regains sufficient confidence it will make the investments, other- 
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wise it may fall to the public sector. Either way there is likely to be 
an upsurge in imports of capital goods. 


American products are widely accepted in Trinidad and Tobago. The United 
States is the nearest industrialized country. American exporters should be 
able to meet many of the increased demands in the coming years. 
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